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RECENT TAX REFORMS ABROAD. II 

IN a preceding article * we considered the Lloyd-George 
budget of 1909-10 in England. Less epoch-making, 
perhaps, but nevertheless of great significance were the 
contemporaneous changes introduced in Germany. To these 
we must now turn our attention. 

III. Germany 

As in all federal states, the fiscal problem in Germany is 
threefold, dealing respectively with national, state and local 
finance. The great reforms of 1891-93 a were concerned pri- 
marily with state and local finance. The reforms of 1909-10 
dealt more particularly with federal finance. But the problems 
of federal finance are so closely interwoven with those of state 
and local finance that in order to obtain a clear understanding 
it is necessary to consider them together. 

The characteristic features of the Prussian reforms of 1891-93 
were the replacement of the old state taxes on produce by a 
modernized income tax, and the addition to the income tax of a 
light supplementary property tax. This property tax was de- 
signed to secure a differentiation of the income tax by placing 
a somewhat heavier burden upon incomes from property than 
upon those incomes which in England are described as earned. 
The movement so successfully inaugurated by Prussia grad- 
ually spread throughout the empire. Bavaria, which was the 
last of the large German states to adopt the income tax, took 

1 Political Science Quarterly, vol. xxvii, pp. 454-465. 
' For an account of these see Seligman, Essays in Taxation, chap. x. 
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this step in 1910, and the same year marked the adoption of the 
supplementary property tax in the smaller states of Sachsen- 
Meiningen and Sachsen-Weimar.' At the beginning of 191 2 
the general income tax existed in all the twenty-five German 
states, except the two Mecklenburgs, while the supplementary 
property tax had been introduced in nine states, including 
Prussia, Saxony, Hessen and six of the smaller commonwealths. 

Side by side with this general movement came, although a 
little later, the gradual adoption of a system of state inheritance 
taxes. The law of 1891 in Prussia had indeed reformed the 
older system of probate fees and had introduced a light tax 
on collateral inheritances, with rates graduated from one to eight 
per cent, according to the degree of relationship. It was not 
until 1899 that Baden introduced a very slightly progressive 
direct-inheritance tax. From this time on, until 1 906, when 
the imperial government intervened, many of the German 
states levied direct-inheritance taxes, with progressive scales 
that gradually became steeper and steeper. Thus in general 
it may be said that, in view of this double movement toward in- 
come and inheritance taxes, the German reform of state taxa- 
tion was proceeding along the lines of faculty or ability to pay. 

When, however, we come to consider federal taxation, the story 
is a very different one. The reform of 1 909 cannot be under- 
stood without giving a short review of federal finance. Prior 
to the establishment of German political unity, customs duties 
had been collected for the common account of the German 
Customs Union. In 1867, when the North German Federation 
was organized, and in i87i,when the German Empire was 
established, these duties and the other common receipts of the 
Customs Union were assigned to the federation, respectively to 
the empire; and it was provided that, until the imperial gov- 
ernment should levy independent taxes of its own, the federal 
expenses should be met by contributions from the several 
states. These contributions, analogous to the American requi- 

1 An account of the development in the separate states to the end of the year 1909 
is to be found in Seligman, The Income Tax, part i, book 2, chapter I, paragraph 6. 
In the same chapter will also be found a detailed account of the minor changes in- 
troduced in the Prussian income tax by the laws of 1906 and 1909. 
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sitions during the period of the first constitution from 1 78 1 
to 1789, are known as Matricular-Beitr'dge. During the sev- 
enties, although " extraordinary " income to the amount of 
nearly 3000 million marks was drawn from the French war in- 
demnity, it was found necessary to collect such contributions 
from the states: from 1872 to 1878 inclusive they averaged 
nearly 65 million marks annually. 

After 1879, however, in consequence of the higher customs 
duties established in that year, the direct receipts of the empire 
became greater than its expenditures. The state contributions 
to the empire, which were now obviously unnecessary, were 
nevertheless retained, largely for political reasons; and the 
following somewhat complicated arrangement was established : 
the surplus of all revenues from imports and from the federal 
excise on tobacco, in excess of 130 million marks, was as- 
signed or allotted to the separate states ; the state contributions 
needed to balance the imperial budget were charged against 
the several states and set-off against their respective allotments 
(as both allotments and contributions were distributed per capita 
of the population, the set-off was perfect) ; and any surplus 
of allotments over contributions was paid to the states. Con- 
tributions charged against the states under this arrangement 
were, a little later on, called " covered " contributions, because 
exactly covered by the allotments ; while any additional contri- 
butions over and above the allotments received the name of " un- 
covered " contributions. But for years, as just explained, all the 
contributions were covered contributions. It was really a mat- 
ter of bookkeeping, as no Beitr'dge were actually paid by the 
states after 1879, the states receiving in cash the balances of 
their allotments over their contributions. During the ensuing 
years these balances grew, because certain surpluses of other 
federal taxes (stamp taxes and taxes on spirits) were also as- 
signed to the states. It should be noted that all the federal 
taxes that had been imposed up to 1891 were indirect taxes. 

During the last two decades of the century the states thus 
received, through federal grants, more than was charged to them 
in the way of contributions, and from 1896 to 1900 laws were 
passed from year to year regulating certain details of the sur- 
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plus allotments to the several states. By the end of the cen- 
tury, however, a change took place. The increasing expendi- 
tures of the empire, especially for armaments, changed the 
surpluses into deficits, and the various states had now again 
to make uncovered contributions or actual Beitr'dge to the em- 
pire. Moreover, the system of federal grants to the states 
began to introduce considerable confusion into the state budgets, 
as the states could never tell beforehand exactly how much was 
coming to them. Accordingly, in 1904, the system of federal 
grants was abolished, so far as the surpluses from the customs 
and the tobacco tax were concerned, leaving only some of the 
stamp taxes and the spirits tax subject to the old arrangement. 
In the year 1906 the increasing needs of the imperial govern- 
ment led to the adoption of a number of new federal taxes, so 
that the system henceforth included, in addition to the customs 
duties, internal taxes on tobacco, sugar, salt, champagne, beer, 
playing cards and spirituous liquors and stamp taxes on securi- 
ties, sales, lotteries, railroad freight receipts and passenger 
tickets. An important feature of the law of 1906 was the intro- 
duction of a federal inheritance tax, from which direct descend- 
ants were exempt. The rates varied from four to ten per cent, 
according to the degree of relationship ; and, in the case of 
inheritances of over 20,000 marks, additions to the respective 
rates were imposed, rising, in the case of inheritances over one 
million marks, to two and one-half times the original rate. The 
tax was to be levied, however, by the separate states, subject to 
the federal law governing double taxation, and subject also to 
supervision on the part of the imperial authorities. Two-thirds 
of the yield of the inheritance tax was to go to the empire and 
one-third to the several states, which were now to abandon their 
own inheritance taxes. It was, however, provided that, for a 
few years, each state should be guaranteed against any loss of 
revenue from the readjustment. So far as the indirect taxes 
were concerned, the old system of federal grants to the states 
was retained only in the case of the taxes on spirituous liquors 
and the stamp taxes on securities, sales and lotteries. The law 
of 1906 also provided for a postponement (Stundung) in the 
payment by the states of their contributions, whenever the ex- 
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cess of these contributions over the federal grants should 
amount to more than 10 pf. per head of population. 

The immense outlays for the navy, however, caused such a 
deficit in the imperial finances and promised to be such a bur- 
den on the states, through calls for contributions, that it became 
necessary to readjust the whole system. 1 It was generally 
recognized that an additional independent federal revenue of 
500 million marks a year had become imperative. It was also 
conceded that the greater part of this addition must come from 
indirect taxes, the government itself proposing that 400 of the 
500 millions should be derived from this source. As regards 
the remaining 100 millions, the government suggested an im- 
perial inheritance tax, to be extended to direct descendants, 
with rates on other relatives considerably higher than under the 
existing law. The exact proposal was to add to the existing 
inheritance tax, which was payable on the individual shares, a 
tax on the whole estate, like the English estate duty, with rates 
ranging from one-half of one per cent to three per cent. The 
project included the interesting provision that where the estate 
had previously passed within five years the tax should not again 
be levied, and that when the estate had previously passed within 
ten years only one-half of the rate should be imposed. It was 
also proposed to secure for the federal government some reve- 
nue from the increment-value land taxes, which, as we shall 
see, had been rapidly developing throughout Germany. 

The government proposals were met by counter-proposals on 
the part of the large landed proprietors, who vigorously ob- 
jected to the new estate duty. A heated discussion ensued, 
accompanied by a deluge of literature. 2 The government was 

1 For a good statement of the situation cf. Adolf Wagner, Die Reichsfinanznot und 
die Pflichten des deutschen Volks wie seiner politischen Parteien : Ein Mahnwort 
eines alten Mannes (Berlin, 1908). Professor Wagner suggested that a part of the 
needed revenue should come from a federal income tax. 

2 The best account of the government proposals is contained in Die Reichsfinanz- 
reform : Ein Fiihrer, consisting of essays by prominent publicists, published by the 
Vereinigung zur Forderung der Reichsfinanzreform (2 vols., Berlin, 1909). Many 
other books or pamphlets, all with the same general title, Die Reichsfinanzreform, or 
Zur Reichsfinanzreform, were published by professors, officials, prominent business 
men etc. Among the most important were those of Minister Sydow, Graf zu Revent- 
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ultimately compelled to abandon the proposed taxes on wine, 
gas lighting and advertisements, to reduce the increase of the 
beer tax by about one-half, and to give up the project of an 
inheritance tax. This last fact led to the resignation of the 
imperial chancellor. The laws of 1909, as finally adopted, 
provided for three classes of measures: the raising of the 
requisite additional revenue ; the settlement of the fiscal rela- 
tions between the empire and the states ; and the adoption, in 
principle at least, of an imperial tax on the so-called unearned 
increment of land. Let us consider each of these in turn. 

The most important point about the provision for addi- 
tional revenue is that the needed increase, namely 500 mil- 
lions, was derived entirely from the new or augmented in- 
direct taxes, with the exception that 25 millions were to be 
secured by a slight addition to the Matricular-Beitrage and by 
the turning-over to the empire of three-fourths, instead of two- 
thirds, of the existing inheritance tax. In detail the sources of 
the additional revenue and the amounts derived from each 
source were as follows : 



MILLION MILLION 

MARKS TAXES MARKS 



Beer 100 Securities 22.5 

Spirits 80 Electric and other lamps . . 20 

Tobacco and cigarettes ... 43 Railroad tickets 20 

Transfers of real estate ... 40 Tickets and receipts of bank 

Tea and coffee imports ... 37 deposits (stamp tax) ... 10 

Sugar 35 Sparkling wine 5 

Dividends and interest Minor stamp taxes .... 10 

{Talonsteucr) 27.5 

Matches 25 Total from taxes •• • 475 

Increase of state contributions and of proportion of inheritance tax . 25 

Total additional revenue 500 

low, Dr. Bendixen and Professors Wagner, Schmoller, Lamprecht, Brentano, Schanz 
and von Heckel. A complete list of this literature will be found at the end of volume 
ii of the publication mentioned at the beginning of this note. Cf. also Fritz Schu- 
mann, " Die Reichsfinanzreform," in Finant-Archiv, vol. 27 (1910), pages 201- 
245, followed by a reprint of the successive laws themselves on pp. 246-393. See 
also Lenschmann, Die Reichsfinanzreform (Berlin, 1909), and A. Hesse, "Die 
Reichsfinanzgesetzevon 1909," in Conrad's Jahrb&cher, vol. 38 (1909), pp. 721 etseq. 
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All these were either new taxes or additions to old taxes, with 
the exception of the taxes on sugar and railroad tickets. As 
to sugar, a previous law (1908) had provided that the existing 
tax should be lowered, beginning in 1909, from 14 to 10 marks 
per 100 kilograms — an estimated reduction of about 35 million 
marks. The new law of 1909 provided that this reduction 
should not go into effect until 19 14, thus retaining a revenue 
of 3 5 millions. In the same way it had been originally decided 
to drop the tax on railroad tickets, but the new law continued 
this tax and thus retained 20 millions of revenue. 

Of the new or additional taxes, the most important was 
that on beer. The imperial beer tax had not been applicable 
to Bavaria, Wurtemburg or Baden, which had reserved the 
right of levying independent taxes on beer. The law of 1909 
not only applied to the whole empire but considerably increased 
the tax. The old rate of 1.70 marks per hectoliter, changed in 
1906 to vary from 1.68 to 2.50 marks, was now raised to 4.30 
marks. 

In the case of spirituous liquors, the government first en- 
deavored to introduce a fiscal monopoly, reverting to a scheme 
that had been originally introduced in 1 886. When the mono- 
poly project was defeated, it was found desirable not only to 
increase but to simplify the existing taxes. The South Ger- 
man states had been subject to the imperial taxes on spirits 
since 1887, but there had grown up a whole code of taxes on 
raw material, on process and on product (Maisckbottichsteuer, 
Branntwein-Materialsteuer, Brennsteuer and Verbrauchsab- 
gabe). Of all these taxes only one, namely the tax on the 
product itself ( Verbrauchsabgabe) was retained, but it was now 
materially increased: from 50-70 marks per hectoliter to 105— 
125 marks, according as it was within or without the " contin- 
gent." * The tax was also graduated according to the size of 
the distilleries, and a distinction was made between agricultural 
and industrial distilleries. 

1 This " contingent " arrangement is very complicated. When the spirits tax was 
increased in 1887 to 70 marks per hectoliter of pure alcohol, it was expected that the 
price would fall because of the falling-off in the demand. In order, therefore, to 
compensate the distillers, the tax was reduced to 50 marks for a part of the domestic 
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In the case of tobacco, the old taxes on leaf were increased, 
for the uncured leaf from 36 to 45 marks and for the cured 
leaf from 45 to 57 marks, with the provision that in case of 
very small fields a tax on the area of the land (four and one- 
half//, for every square meter) should be substituted. In the 
case of cigarettes the tax was increased so as to vary from two 
to fifteen marks per thousand, with separate taxes on cigarette 
paper and cigarette tobacco. Finally, the import duties on 
tobacco were considerably increased. 

The attempt to levy a general tax on all wine came to a dis- 
astrous end. All that could be done was to increase the tax on 
sparkling wine, which had been imposed in 1902 at the rate of 
from 10 to 50 pf. per bottle, so that from now on the upper 
limit of the tax was three marks per bottle. Of the other 
taxes, the stamp tax on securities was raised from the old rate 
(six- tenths of one per cent to three per cent) to two to five 
per cent ; and the stamp tax on transfers of real estate was in- 
creased from one-third to two-thirds of one per cent, to con- 
tinue until a tax on land increment value should be introduced. 
In addition to these increases in the old taxes, new taxes were 
laid on petroleum, six to ten marks per 100 kilograms; on elec- 

demand, and the spirits subject to this lower tax were called the " contingent spirits." 
It was expected that the price of the whole output would conform to the higher tax 
of 70 marks on the non-contingent part of the supply, and that therefore the domestic 
distiller would get a bounty of 20 marks on the corresponding part. This bounty 
was the so-called " love contribution " (Liebesabgabe). It was further supposed that 
if there should be such a change in the domestic demand that none of the 70 marks 
tax on spirits would be needed, the price would then fall and the bounty disappear. 

As a matter of fact there always remained a difference of 20 marks in the price 
between the contingent and the non-contingent spirits ; and, since two million hecto- 
liters were used, the bounty amounted to 40 million marks, the so-called Vierzig- 
Millionen Geschenk, But as the demand fell off, the price did likewise, so that the 
distillers really made no more than before. 

The details of the Contingentierung were changed from time to time. In 1887 
the contingent was fixed at four and one-half liters per head of population every five 
years. But this turned out to be unsatisfactory, because the demand for liquor stood 
in no relation to population. Therefore the per capita calculation, which varied the 
contingent according to the amount of alcohol produced, was modified according to 
changes in the process of manufacture, the amount of land employed, the size of 
business etc. In 1902 further modifications were made. By the new law of 1909, 
the total contingent was fixed for two years at 2,309,212 liters of pure alcohol, being 
apportioned to each state according to a series of complicated rules. 
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trie lamps, five //. to one mark per lamp ; on matches, one to 
five //. per box ; on checks, ten //. ; and on dividends or inter- 
est (the so-called Talonsteuer) , one per cent.' 

It will be seen that Germany has gone much further than 
Great Britain in its reliance on indirect taxes. It can hardly 
be doubted that Germany overshot the mark in refusing to 
accept the inheritance-tax project. Indeed, it is not at all 
improbable that before many years have elapsed the original 
scheme will reappear. But even with the possible adoption in 
future of the inheritance tax, it is obvious that the great mass 
of the additional revenue will still come from indirect taxes. 

The second point in the new German law was the settlement 
of the contribution question. It will be remembered that just 
before the new law went into effect there were no less than 
three kinds of Matricular-Beitr'dge : first, the " postponed " 
contributions referred to above; second, the contributions 
covered by the return grants from the empire to the states ; 
and third, the uncovered contributions, amounting to 40 //. 
per head. 2 The postponed contributions were now abolished, 
and the outstanding amount of 144 million marks was assumed 
by the empire, to be funded into imperial debt. As to the 
second category, it was provided that there should henceforth 
be only one class of imperial grants (Ueberweisungen) , namely, 
those consisting of the net yield of the tax on spirits mentioned 
above. Finally, the uncovered contributions were increased to 
80 //. per head. Since, however, the individual states were 
henceforth to retain only one-fourth instead of one-third of the 
inheritance tax, it was provided that if the excess of contribu- 
tions over grants amounted to more than a fixed sum, viz. 
48,512 million marks, the surplus should be defrayed at first out 
of a loan and then, after April, 191 1, out of imperial funds.* 

'The Talonsteuer was imposed on Gewinn-Anleilsthcinc and Zinsbogen (coupon 
sheets). The Talon is that part of the coupon which entitles the bearer to a 
series of new coupons when the coupons are exhausted before the due date of the 
bond. 

2 Cf. supra, pp. 578-581. 

3 The excess of such contributions over imperial grants, which had remained at 
about 24 million marks from 1902 to 1906, rose to 88 millions in 1907, to 150 mil- 
lions in 1908 and to 232 millions in 1909. 
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The third point in the new legislation was the adoption, in 
principle at least, of an imperial tax on the unearned incre- 
ment of land. This matter is so important as to deserve a 
separate section. 

IV. The German tax on unearned increment. 

When this matter came up for discussion in Parliament, it was 
soon recognized that much time would be needed to work out 
the details of an adequate law. It was therefore at first de- 
cided to accept only the principle of the tax and to postpone the 
enactment of the law until 191 1, filling up the gap in the budget 
by a temporary stamp tax on sales of real estate. It was found 
desirable, however, for various reasons, to expedite the prep- 
aration of the bill, which was finally enacted into law February 
14, 1910. 

Hitherto, with few exceptions, increment-value taxes on land 
had been levied only by municipalities. 1 The tax was first im- 

1 A good account of these taxes will be found in the report by Bernard Mallet, 
"The Taxation of Increment Value in Frankfort and other German States," in the 
British Blue Book entitled : Taxation of Land etc. : Papers bearing on Land Taxes 
and on Income Taxes, etc., in certain Foreign Countries, and on the Working of 
Taxation of Site Values in certain States of the United States and in British Col- 
onies, together with Extracts Relative to Land Taxation and Land Valuation from 
Reports of Royal Commissions and Parliamentary Committees. Cd. 4750 (London, 
1909). Accounts of the earlier development are given by R. Brunhuber, " Taxa- 
tion of Unearned Increment in Germany," in Quarterly Journal of Economics, 
vol. xxii (1907), pp. 83-106; and by R. C. Brooks, " The New Unearned Increment 
Taxes in Germany," in Yale Review, vol. 16 (1907), pp. 236-261. 

In German, the fullest account will be found in the successive numbers of the 
quarterly Jahrbuch der Bodenreform, edited by A. Damaschke; cf. especially the 
article by Professor Adolf Wagner, " Zur Rechtfertigung der Wertzuwachssteuer," in 
vol. ii (1906). Among the earlier works the most important are: Adolf Weber, 
Ueber Bodenrente und Bodenspekulation in der modernen Stadt (Leipzig, 1904); 
R. Brunhuber, Die Wertzuwachssteuer in Praxis und Teorie (Jena, 1905); Wes- 
selski, Die Beteiligung der Stadtverwaltung am Boden-Wertzuwachs (Berlin, 1905); 
Pabst, Die Idee einer Besteuerung der Konjunctur-Gewinne an Grundstiicken und 
Gebauden (Berlin, 1906); Baumeister und Jager, Die Wertzuwachssteuer (Berlin, 
1906); J. V. Bredt, Der Wertzuwachs an Grundstiicken und seine Besteuerung in 
Preussen (Berlin, 1907); K. Kumpmann, Die Wertzuwachssteuer (Ttibingen, 1907); 
J. H. Epstein, Zur Verteidigung der Zuwachssteuer (Berlin, 1907); M. Diefke, 
Die Wertzuwachssteuer (Berlin, 1908). Perhaps the best of all these earlier works 
is that of D. Boldt, Die Wertzuwachssteuer (3d edition, Dortmund, 1909). Among 
the later works are those of Keller, Die Besteuerung der GebSude und Baustellen, 
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posed in the German colony of Kiauchau in 1898. When the 
German government took over that possession, the admiral in 
charge, von Diederich, was much concerned over the difficulties 
that had developed in some of the Asiatic colonies, and especi- 
ally in the cities opened to the world's trade by China in 1895, 
where a few speculators had bought up much of the land for 
ridiculously small sums and then held it for sale to Europeans 
at very high prices. The German government was about to 
make large outlays in erecting government buildings and con- 
structing harbors, railroad stations and factories. The admiral, 
foreseeing great rises in land values, thought that it would 
be desirable for the government to purchase a large part of 
the land and then sell it to intending purchasers as it might 
be needed. With this object in view he issued, on the very 
day of occupancy, November 14, 1897, a proclamation forbid- 
ding any transfer of land without the authorization of the gov- 
ernment. As the immediate purchase by the government 
turned out, however, to be impracticable, the admiral contented 
himself with obtaining from the native holders, by offering 
them a remission of a certain part of the annual land tax, an 
option on the land at prices existing at the time of occupation. 
As the land, however, even if not in possession of the govern- 
ment, was sure to increase in value almost entirely because of 
the prospective outlay by the government, an official memorial 
of April, 1898, suggested that no future transfer of land should 
be permitted without the authorization of the government, 
which should also participate in the profits. The ideas of the 
memorial were carried out in the famous land ordinance of 
1898. 1 This provided that, whenever any plot of land in the 

insbesondere Wertzuwachssteuem (Berlin, 1910); H. Weissenborn, Die Besteuerung 
nach dem Wertzuwachs (Berlin, 1910); and J. S. Steiger, Die Wertzuwachssteuer 
in Deutschland und der Schweiz (Zurich, 1910). Cf. also Fabrizio Natoli, L'Imposta 
snll' incremento di valore del suolo urbano (Palermo, 1908). 

1 The Landordnung of Kiauchau is printed in full in the first number of the Jahr- 
buch der Bodenrtform (1905), p. 66. A thorough study of the entire matter is made 
by Dr. W. Schrammler in two articles: " Die Land-Politik im Kiautschougebiet " 
and "Die Steuerpolitik im Kiautschougebiet," in the same periodical, vol. vii (1911), 
pp. 1-62, and vol. viii (1912), pp. 1-68. Here will also be found a reprint of the 
memorial or Denkschrift iiber Land- und Steuerwesen. 
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colony was sold, one-third of the increase in its value, after 
deducting any improvements in or on the land made by the 
owner, should be paid to the government; and that, in case 
the land was not sold, it should be valued every twenty-five 
years and one-third of any increase in the value be similarly 
paid to the government. The first was called the direct incre- 
ment tax (direkte Zuwachssteuer) , the second the indirect 
increment tax. 

Neither the official who was primarily responsible for the 
plan nor the admiral who put it in force was acquainted with 
the theories of either John Stuart Mill or Henry George. 
The measure was a purely practical one, and was designed 
not so much to secure fiscal results as to prevent speculation 
on the part of the Chinese and the acquisition of the best land 
by private individuals. In fact, the yield of the tax was 
negligible, the greatest revenue, secured in 1901-02, amounting 
to only $2004. On the other hand, since the land was sold 
only to those who guaranteed to build at once, the speculator 
was effectually discouraged. 

The Kiauchau experiment at once attracted the attention of 
land reformers in Germany. The German Land Reform 
League petitioned the government to extend the principle to 
the other German colonies. 1 At the Colonial Congress of 1902 
in Berlin the success of the scheme was emphasized, and as a 
result the possibility of applying the plan within Germany itself 
began to be discussed in the press. 

The situation in Germany was peculiar. The cities were 
growing with a rapidity exceeded perhaps nowhere in the 
world, and there was accordingly great opportunity for specu- 
lative activity. The German tax system, moreover, played 
peculiarly into the hands of the speculators. In the first place, 
although a few cities practise the system of special assessments 
(Beitrage), they are in most cases levied, not as in the United 
States when the improvements are made, but only when the 
building is erected. There is thus every inducement to keep 
the land idle as long as possible. Secondly, the land tax is not 

1 The German Land Reform League issued Zur Landfrage in den Kolonien (1899) 
and Kamerun oder Kiautschou (1900). 
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assessed on the selling value of the land, as in the United 
States, but on its assessed produce or yield. Moreover, the cal- 
culation of the estimated yield of the land used for agricultural 
purposes is revised only at long intervals, in Prussia, e.g., every 
fifteen years. As, therefore, the towns rapidly encroach upon 
the agricultural suburbs, the land continues for a long time to 
be assessed, notwithstanding its enormous rise in value, accord- 
ing to its assumed produce as so-called " potato land." The 
result, of course, is to offer every inducement to the speculator 
to keep land out of use. As a consequence, German towns, 
especially those of moderate size, have been confronted by a 
housing problem ( Wohnungsnot) such as is found nowhere else 
in the civilized world; for in England the cities have not 
grown at quite so rapid a pace, and in the United States the 
practice of assessing the real-property tax on the basis of actual 
selling value, coupled with the system of special assessments, 
which imposes a heavy burden on the land before the building 
improvements are made, effectually prevents the German abuses. 
In Germany, therefore, since the beginning of the twentieth 
century, a great literature has arisen on the housing problem, 
as connected with the fiscal question. 1 

The reform movement assumed two forms. The first 
was to introduce a tax on the selling value of real estate 
(Steuer nach dem gemeinen Wert), either in place of the existing 
tax on assumed produce or in addition to it. In a few cities 
such a tax has now been introduced, although at a far lower 
rate than is customary in American cities and with correspond- 
ingly less effect in removing the evils of the situation. 

The second phase of the reform was the introduction of the 
tax on unearned increment, based on the Kiauchau experiment 

1 Cf. Paul Voigt, Grundrente und Wohnungsfrage in Berlin und seinen 
Vororten (Jena, 1901); Adolf Weber, Ueber Bodenrente und Bodenspekulation in 
der modernen Stadt (Leipzig, 1 904); Fuchs, Zur Wohnungsfrage (Leipzig, 1 904); 
R. Eberstadt, Die Spekulation im neuzeitlichen Stadtebau (Jena, 1907) and Hand- 
buch des Wohnungswesens und der Wohnungsfrage (Jena, 191 1 ) ; K. von Mangoldt, 
Die stadtische Bodenfrage (Gottingen, 1907); O. Gutzeit, Die Bodenreform (Leip- 
zig, 1907); J. von Bredt, Die National-Oekonomie des Boden (Berlin, 1908); Adolf 
Weber, Boden und Wohnung (Leipzig, 1908); W. Gemund, Bodenfrage und Boden- 
politik (Berlin. 191 1). 
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described above. The first German city to introduce such a tax 
was Frankfort a. M., which initiated the system in 1904. In the 
following year Cologne and Gelsenkirchen, and in 1906 Dort- 
mund and Essen adopted the scheme. From that time on, the 
movement spread rapidly throughout Germany: by April, 19 10, 
the increment-value tax was found in about 4500 cities and 
towns, including about one-fourth of the entire population of 
the German empire. The tax varied in its details from place 
to place, but the fundamental principles were everywhere simi- 
lar. As these separate taxes have now all been abolished, it 
will suffice to call attention to their chief features. 

The increased value on which the tax was applied was gener- 
ally interpreted to mean the difference between the last purchase 
price and the present selling price. Allowance was almost uni- 
versally made for expenditures incurred in the improvement of 
the land and for the cost of new buildings or rebuilding. Allow- 
ance was usually made also for a sum equivalent to the stamp 
tax, the transfer tax and other fees connected with the change 
of ownership. A further sum was usually allowed represent- 
ing the interest (not compounded) from the time of the last 
sale to the present transfer. In some places these sums, espe- 
cially the cost of improvements, were subtracted from the sell- 
ing price, while in others they were added to the purchase price. 
In some places again, where certain parcels of an entire tract 
owned by a single individual had been sold at a loss, allowance 
was made therefor, provided that the losing sales occurred at 
the same time as those that were profitable, or within a limited 
period previous thereto. In most cases slight increases of 
value were exempted. The tax applied in general only to 
increments of value exceeding ten per cent ; sometimes, how- 
ever, it began only at twenty per cent, and in Frankfort only at 
thirty per cent. The rates were almost always progressive, but 
the minima and maxima varied greatly. Thus in Hamburg the 
rates were graduated from one to twelve and one-half per cent, 
while in Cologne they rose from ten to twenty-five per cent. 
In Gelsenkirchen the maximum was thirty per cent. The scale 
of progression, moreover, varied considerably: from one per 
cent for each ten-per-cent increase of value, as in Cologne, up 
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to ten per cent for each five-per-cent increase in value in some 
other cities. The maximum limits varied still more widely : in 
Paderborn, for instance, the highest rate (fifteen per cent) was 
imposed in case of an increase of value of over seventy-five per 
cent, while in other towns the increase of value taken into ac- 
count in determining the rate was considerably higher, rising in 
some cases to two hundred per cent. The highest tax imposed 
anywhere was thirty per cent, where the increase of value was 
over one hundred and fifty-five per cent. 

Owing to the short time that these local taxes had been in 
force, the fiscal results were not pronounced. But the taxes 
approved themselves on the whole to the authorities, and the 
system was beginning to spread even to the state governments. 
A bill for a state increment- value tax was introduced in Bavaria 
in 1909, and in January, 19 10, the first state increment tax was 
established in Lippe-Detmold. 1 

The project of an imperial tax on increment value was first 
suggested by Dr. Wilms, mayor of Posen, in a speech in the 
Prussian House of Lords on March 28, 1908. The scheme 
was at once taken up ; a few weeks later it enlisted the sup- 
port of Professor Adolf Wagner, in a speech at a convention 
of land reformers. A heated discussion thereupon ensued 
throughout the country. The project was vigorously opposed 
by the various local interests that had now come to consider 
the unearned increment as a valuable object of local taxation. 
The advocates of the scheme had, however, no difficulty in 
showing that if site values were the result of the numbers and 
prosperity of the population, the empire as a whole also con- 
tributed to this prosperity and to these numbers ; and that in 
reality no legitimate stopping place between locality and empire 
existed. The most that the supporters of the project conceded 
was that the localities had an undoubted right to a large share 
of the proceeds. 2 The movement in favor of the scheme 

1 Cf. " Die erste staatliche Zuwachssteuer," in Jahrbuch der Bodenreform, vol. vi 
(1910), pp. 49-57. 

2 The most important of the works in favor of the scheme were : Dr. Wilms, Die 
Reichs-Zuwachssteuer (1909); A. Pohlmann-Hohenaspe, Der erste Schritt zrt 
gesunden Finanzen (Leipzig, 1909); A. Damaschke, Zum Kampfe um die Reichs- 
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became so strong that in May, 1909, the finance committee 
of the Reichstag resolved to ask the government to intro- 
duce without delay a bill for an imperial unearned-incre- 
ment tax. Secretary Sydow stated, however, that he must first 
submit the whole project to the opinion of experts. The 
judgment of these officials was, on the whole, adverse, and a 
memorial was submitted in opposition. 1 Notwithstanding this 
adverse judgment, a bill was introduced and passed in second 
reading June 23. A few weeks later, however, it was decided 
to postpone the enactment of the law, and for the time being a 
stamp tax was substituted. Nevertheless, the law contained a 
clause that an imperial unearned-increment tax, designed to 
yield twenty millions of marks, should be introduced, if prac- 
ticable, by April, 191 1, and surely not later than April, 191 2. 

The prospect of an imperial tax evoked all manner of 
schemes on the part of the landowners, designed to frustrate or 
to evade the projected legislation. This, together with the 
urgency of the fiscal situation, decided the government to 
expedite matters, and a bill was introduced in April, 1910. It 
was referred to a committee and, after considerable discussion, 
became law in February, 191 1, but with retroactive force from 
December 31, 19 io. 2 

Zuwachssteuer (Berlin, 1910). Cf. also a series of seven articles, written from the 
point of view of each of the various economic interests, such as agriculture, industry, 
commerce, building trades etc., in the Jahrbuch der Bodenreform, vol. vi (1910), 
pp. 161-229. The chief arguments in opposition were expressed by Dr. Strutz, 
Betrachtungen zur Reichs-Zuwachssteuer (Berlin, 1910), and Karl Diehl, "ZurKritik 
der Reichszuwachssteuer," in Conrad's Jafirbucher, vol. 40 (1910), pp. 289 et seq. 

'This Denkschrift betreffend die reichsgesetzliche Einfiihrung einer Wert-Zuwachs- 
steuer fiir Immobilien is printed in the Jahrbuch der Bodenform, vol. v (1909), pp. 
192-203. 

2 The original bill, with the amendments of the commission and of the first and the 
second reading, is printed in the Jahrbuch fur Bodenreform, vol. vi (1910), pp. 114 
et seq. The law can most conveniently be consulted in the Finanz-Archiv, vol. 
xxviii (191 1 ), pp. 817 et seq. Cf. also the Jahrbuch fUr Bodenreform, vol. vii 
(1911), pp. 62-85. The law has been published in various annotated editions. The 
best perhaps is that of Dr. H. Koppe, Das Zuwachssteuer-Gesetz von Feb. 14, 191 1, 
mit den Ausfiihrungs-Bestimmungen des Bundesrats, Preussens, Bayerns und Sachsens 
(Munich and Berlin, 191 1). Good discussions of the new law are those of Dr. G. 
Strutz, " Die Reichs-Zuwachssteuer vom sozial-pohtischen Standpunkte," in Braun's 
Annaltn fiir Sozial-Politik und Cesetzgebung, vol. i (191 1 ), no. I, and of M. 
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The new imperial tax replaces all the former state and 
municipal taxes of the same kind. The law provides that, in the 
case of the transfer of any property interest in real estate, a tax 
shall be levied on the increase of value which occurs without 
the activity of the owner. In this statement two points are to 
be noticed : the tax is imposed not simply on land values, as in 
England, but on real estate, thus raising the question of how 
improvements on land are to be treated. In the second place, 
the words "without the activity of the owner" raise the ques- 
tion how far the increase of values is due, on the one hand, to 
the growth of the community or, on the other, to the efforts of 
the landholder. The small interests of the lower middle class 
are exempted : the tax does not apply to any interest in real 
estate of less than 20,000 marks in the case of improved prop- 
erty, or of less than 5000 marks in the case of vacant land, 
provided always, however, that neither the owner nor his wife 
had more than 2000 marks income in the preceding year, and 
provided also that neither of them was engaged in the real- 
estate business. Other exemptions include associations for 
building purposes, for colonization and the like, provided that 
their profits are limited to four per cent. Certain transactions, 
moreover, are not liable to tax, such as transfers by inheritance 
under certain conditions, by marriage settlement, or for the 
purpose of agricultural improvements, such as the redrawing of 
boundary lines among scattered strips of real estate (Flur- 
vereinigung and Umlegung) . In order to meet a common 
method of evading the tax, it is provided that any transfer of 
securities of a corporation whose assets consist of real estate 
should be considered a transfer of the land itself. 

The increment of value subject to tax is defined as the differ- 
ence between the purchase price and the selling price. To the 

Weyermann, "Die Reichszuwachssteuer vom sozial-politischen Gesichtspunkten," in 
Scbmollei's yahrbuch fUr Gcseizgebung, Verwaltung, and Volkswirtschaft, vol. 36 
(1912), pp. 283-303. Cf. also Professor Gustav Cohn, " The Taxation of Unearned 
Increment in Germany," in The British Economic Journal, vol. xxi (191 1), pp. 
212 et scg.; and R. C. Brooks, " The German Imperial Tax on the Unearned Incre- 
ment," in Quarterly Journal of Economics, vol. xxv (191 1), pp. 682 etseo., with a 
translation of the law on pp. 751-765. 



594 POLITICAL SCIENCE QUARTERLY [Vol. XXVII 

last purchase price, however, the following additions are to be 
made: (i) Four per cent as representing the original cost of 
acquisition. If it can be proved that the transfer fees were 
in excess of this sum, the actual cost may be substituted. 
(2) The amount of special assessments for opening streets, con- 
structing sewers etc., together with interest at four per cent for 
not more than fifteen years. (3) If the purchase took place 
through the foreclosure of a mortgage, the amount of the mort- 
gage is to be added to the equity. (4) All outlays for perma- 
nent improvements, together with five per cent on such outlay, 
or, where the owners are engaged in the building industry, fifteen 
per cent of such outlay. (5) An additional amount, equal to 
two and one-half per cent, in the case of certain small properties. 1 
It was in connection with the question of improvements that 
the chief discussion took place. In some of the municipal 
taxes, as we have seen, the cost of improvements was subtracted 
from the selling price, while in others it was added to the pur- 
chase price. In many cases this did not make much difference, 
but in the new imperial tax the rates, as we shall see in a 
moment, are based on the ratio of the unearned increment to 
the purchase price of the property plus the cost of permanent 
improvements and the other additions. It is obvious that if the 
value of the improvements is added to the cost price, the per- 
centage of increment, and therefore the tax rate, will be much 
less than would otherwise be the case. In the original draft of 

'This complicated item is clearly explained by Mr. R. C. Brooks in the essay men- 
tioned in the preceding foot-note. " If the original purchase price and the permanent 
improvements, taken together, show the property to have cost less than loo marks an 
are (964 per acre), or three times as much in the case of vineyard land, an amount 
equal to two and one-half per cent per annum from the time of the purchase in the case 
of purchase price, and from the time of making improvements in their case, shall be 
added. In the case of land which, on the same basis, represents a higher value per 
are, there shall be added on such excess, if unimproved, two per cent per annum; 
if improved, one and one-half per cent. If the period of ownership has been less 
than five years, and the land has remained unimproved, these additions are reduced 
one-half" (he. cit. p. 694). The object of these provisions is three-fold: first, to 
favor agricultural land, and especially vineyard land, where the value of the land is 
in part due to the efforts of the cultivator; second, to increase the tax on land that 
is no longer used for agricultural purposes and is "ripe" for building; third, to 
compensate the landholders for a rise of values which may be in part due to a de- 
crease in the purchasing power of money. 
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the bill, the value of permanent improvements was subtracted 
from the selling price instead of being added to the purchase 
price. The advocates of this provision supported it on the 
ground that the increase of value was almost always due to a 
change in the value of land rather than in the value of improve- 
ments. Moreover, it must be remembered that the German 
law pays no attention to depreciation in the value of buildings. 
It is perfectly conceivable that where a fairly good house is 
sold a long time after its purchase, when it has become greatly 
in need of repair, the increase in the value of the land might 
be swallowed up by the decrease in the value of the house. 
In such a case, to permit the owner to add the value of the im- 
provement to the cost price is virtually to exempt him from 
the tax, notwithstanding the rise in land values. Nevertheless, 
in the contest that ensued, the landowners succeeded in secur- 
ing a change in the bill, and the law, as adopted, permits the 
owner to include the cost of improvements in estimating the 
purchase price. This, it is obvious, greatly diminishes the rigor 
of the tax. 

From the selling price, on the other hand, it is permissible 
to deduct, first, the costs of the sale, including fees ; second, a 
compensation for any diminution of value that may occur after 
January 10, 191 1 ; and third, the amount by which the annual 
yield on the land, for a period of not more than fifteen years, 
falls short of three per cent on the original purchase price, 
including the improvements. This practically frees the holder 
of vacant land from any tax unless the annual increment of 
value is more than four or five per cent. 

An important section of the law provides that, if the last 
transfer took place more than forty years previously, the value 
of the property at a period of forty years before the transfer is 
to be taken as the purchase price, unless it can be shown that 
the property commanded a higher value before that period. 
Furthermore, if the last transfer took place before the year 
1885 its value at that date is to be taken as the purchase price. 

The rate of the tax depends, as stated above, on the per- 
centage of the unearned increment to the purchase price of the 
property plus the cost of permanent improvements and the 
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other legal additions. Where the increment of value is ten per 
cent or less, the tax is ten per cent of the increment. The rate 
increases one per cent for every additional twenty per cent of 
increment until, on increments of 170 to 190 per cent, it reaches 
a rate of nineteen per cent. Thereafter, the rate increases one 
per cent for every additional ten per cent of increment, until it 
reaches a rate of thirty per cent on all increments of 290 per 
cent. A diminution of one per cent on the tax, however, is 
permitted for every year since the last sale; and where the last 
sale took place before January 1, 1900, this diminution is 
allowed at the rate of one and one-half per cent annually up to 
January 1, 191 1. This makes the maximum rate diminish with 
the length of ownership, so that if, for instance, thirty years 
intervened between the purchase and the sale, the tax rates 
would be graded from seven to twenty-one per cent instead of 
from ten to thirty per cent. 

The tax is to be assessed by the state authorities in each 
commonwealth, but under the general supervision of the im- 
perial officials. Of the proceeds fifty per cent goes to the 
empire and forty per cent to the locality, the remaining ten per 
cent being reserved by each state to cover the cost of collec- 
tion. The localities, however, are permitted to levy additions 
to the tax, with two restrictions : they may not impose more 
than double their own share, and the total tax imposed in any 
individual case may not exceed thirty per cent of the increment 
value. 

Contrasting the German with its English analogue, we notice 
not only its great complication, but the presence, in the en- 
deavor to be just to all interests, of many awkward provisions. 
The differences may be summarized as follows : the tax is not 
one on pure land values ; second, no allowance is made for de- 
preciation in the value of improvements ; third, the concessions 
to the landowners mentioned above will seriously reduce the 
fiscal importance of the tax ; and fourth, many of the provis- 
ions are so complex that they will undoubtedly create difficulty. 
With all its defects, however, the law is a striking example of 
progress in the conception of fiscal justice, and an evidence of 
the influence of modern changes in economic conditions on the 
forms of taxation. 
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If we compare the German reforms as a whole with those in 
Great Britain, we notice some striking analogies accompanied 
by no less striking dissimilarities. Both countries have relied 
for their increasing revenues to a large extent on indirect taxes. 
Both have developed and perfected their income tax. Both 
have introduced somewhat similar land taxes. On the other 
hand, while England has further developed its inheritance tax, 
the German effort in the same direction was frustrated. Per 
contra, however, the adjustment of the relations between local 
and central finance has made more progress in Germany than 
in England. In the case of indirect taxes, the existing British 
system is, on the whole, superior to the German, both as re- 
gards financial results and by virtue of its limitation to imposts 
that are in the main innocuous from the point of view of busi- 
ness. The British income tax, again, not only compares favor- 
ably with the German system in simplicity of administration 
and in fiscal results, but is more nearly in accordance with the 
modern theories of ability to pay. In the matter of inherit- 
ance taxation Great Britain is far in advance of Germany. The 
British land taxes, finally, are more comprehensive than the 
German, and the increment-value tax in particular is both more 
simple and more in agreement with correct theory. It is only 
in the single point of adjustment between local and imperial 
taxation, or, as in Germany, between local, state and imperial 
taxation, that the British system is inferior to the German. 
Taking it all in all, therefore, it may be said that while the 
recent German reforms constitute an undeniable step in ad- 
vance, many further steps must be taken before the German 
fiscal system can be declared to be on a level with the English. 
It is not at all improbable that the coming years have in store 
for Germany, an improvement in the methods of the income tax 
and the adoption of a revised and modernized inheritance tax. 

V. Australasia 

The recent tax reforms in Australia and in New Zealand 
have effected no dramatic changes like those of 1909-10 in Eng- 
land and Germany. The movement in the antipodes has been 
a continuous progress on lines long before opened. The year 
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1 910, however, is marked not only by the extension to the 
Commonwealth of Australia of certain taxes previously reserved 
for the separate states, but also by some significant changes in 
the laws of the states themselves. The Australasian movement 
may be discussed under four heads: (1) the land taxes in the 
states and in the commonwealth; (2) the exemption of im- 
provements in the localities ; (3) the spread of the income tax ; 
and (4) the relation between local and general finance. 

The land taxes in Australasia were originally imposed, partly 
for revenue purposes, but chiefly in order to discourage the 
formation of large landed estates. 1 The earliest law of this 
kind was enacted in Victoria in 1877. It provided for a tax on 
all rural lands over 640 acres in extent and over .£2500 in value. 
It was followed by the South Australia law of 1884, with the 
introduction of the progressive principle in 1890. 2 In both 
these cases, however, the taxes were light and produced no ap- 
preciable effect on the size of estates. In the other Australian 
state in which the system was introduced, namely, New South 
Wales, the object was primarily fiscal, the law of 1895 impos- 
ing a tax of One per cent on all unimproved land. 

In New Zealand a more vigorous policy was inaugurated : 
A law adopted in 1891 provided for a tax of one penny in the 

1 The best account of the Australasian land taxes will be found in The Financial 
Yearbook of the Commonwealth of Australia, 1901-10, by G. H. Knibbs (Mel- 
bourne, 191 1 ), especially in sees, vi, xix and xx; and in the New Zealand Official 
Yearbook, 1911, by M. Frazer (Wellington, 191 1 ). The British Blue Books on the 
land taxes of Australia and New Zealand, published in 1906-07, were reprinted with 
additions in 1909, under the title Taxation of Land, etc. (cf. supra, p. 586, note). 
A synopsis of the Australian systems up to 1908 will be found in Seligman, Pro- 
gressive Taxation (2nd ed., 1908), pp. 94 et sea. Cf. also W. Pember Reeves, State 
Experiments in Australia and New Zealand (1902), vol. i, pp. 251-268, and a later 
article by the same author, "Land Taxes in Australasia," Economic Journal, vol. 
xxi (1911), pp. 513 et sea. This article sums up his conclusions published in the 
blue book mentioned above. 

8 In Victoria the rate was one and one-fourth per cent of the capital value of the 
land. The land was, however, valued on a pastoral basis, according to sheep-raising 
capacity, at from £1 to £4 per acre. This, of course, meant an insignificant tax. 
In South Australia, the law of 1 890, still in force, imposes a tax of one halfpenny in 
the pound on the unimproved value of land, over ,£240 in value, with an additional 
halfpenny per pound for any excess over ^5000, and with twenty per cent additional 
for absentees, who are defined as those who have been away from the state for more 
than one year. 
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pound on all land, with an exemption of improvements up to 
,63000 ; and, in the case of land of the value of at least ^5000, 
it provided for an additional graduated tax on the value of the 
land, exclusive of improvements and without deduction for 
mortgages, the rate rising in fourteen classes until, when the 
land was worth ;£ 10,000, it reached one penny and three far- 
things in the pound (changed to 2d. in the pound in 1893). 
This made the maximum rate on the largest estates id. in the 
pound. This graduated land tax, however, proved ineffective 
from both the fiscal and the social point of view. Its yield was 
only ^71,000 in 1893, and in 1903, notwithstanding a con- 
siderable rise in the value of land, it produced only ^79,000. 
The effect of the law in cutting up large estates was corre- 
spondingly slight; it was, indeed, almost imperceptible. It 
was consequently decided to increase the scale of graduation ; 
and in 1903 an additional tax over and above the ordinary 
penny rate was imposed on unimproved land, the rate being 
graduated from one sixteenth of a penny on land values of from 
^5000-7000 up to 3d. (one and one-fourth per cent) on land 
values of ^210,000, with fifty per cent additional for absentees. 
This change, together with an improvement in the machinery 
of assessment, increased the yield in the next three years (up to 
1906) by about thirty per cent. 1 But while the fiscal results were 
gratifying, the government was not satisfied with the effect of the 
law in breaking up large estates. The statistics show that while 
there had been, up to 1906, a diminution in the estates of over 
50,000 acres and a somewhat smaller decrease in the number 
of estates between 20,000 and 50,000 acres, there had been 



'The exact figures, as presented in the New Zealand Official Year Book, 1910, p. 
662, are as follows: 
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virtually no falling-off in estates between 10,000 and 20,000 
acres and an actual increase in those between 5000 and 10,000 
acres. 1 On the other hand, the increase in the number of the 
very small plots was largely due to laws independent of the tax 
system — especially to a scheme inaugurated in 1892, whereby 
the government purchased large estates in order to lease them 
in small sections to intending farmers, and to a plan by virtue 
of which a group of settlers might form a land-settlement 
association, purchase an estate by means of debentures issued 
through a public trustee under the guaranty of the government 
and then subdivide it into plots of not more than 500 acres. 

Accordingly in 1907 the government decided to increase 
substantially the rate of the tax in the case of land values over 
^40,000, so that the additional graduated land tax now reached 
two per cent at a maximum value of ^200,ooo. a This change 
led to a considerable increase of the revenue, the yield of the 

l The New Zealand Official Year Books, 1910, p. 626, and 191 1, p. 610, give the 
following figures, indicating the number of farms of different sizes: 
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21,924 


2753 


307 


121 


39 


II 


46,922 



1 The scale of the additional taxes on unimproved land value over and above the 
ordinary penny rate was fixed in 1907 as follows: 



LAND VALUES 


RATE (PER £) 


LAND VALUES 


RATE (PER £) 


£5,000— 7,000 . . 


I-l6</. 


£20,000 22,5CO . 


Z-ldd. 


7,000 — 9,000 . . 


2-l6(/. 


22,500 25,000 


9-16^. 


9,000 — 11,000 


3-16^. 


25,O0O 27,500 


10-1W. 


11,000—13,000 . . 


4- 1 6a". 


27,500 30,000 


\l-\6d. 


13,000 — 15,000 . . 


5-l6a". 


30,000—35,000 . 


12-ibd. 


15,000 — 17,000 . . 


6- 1 6a". 


35,000 — 40,000 


1 3- 1 6a. 


17,000—20,000 . . 


7-i6rf. 
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graduated tax almost doubling in four years, and forming a 
continually growing percentage of the entire public revenue. 1 
Even this, however, did not satisfy the public, and it was pro- 
vided that, after 19 10, on all land other than that used for 
business premises the graduated scale should be increased by 
twenty-five per cent. The result is that, in the case of ab- 
sentees, the total land tax now rises to three and one-half 
per cent. Whether these increased rates will suffice to attain 
the objects of the law in greater measure than has hitherto been 
the case, remains to be seen. The figures of land holding for 
191 1, as compared with those of 1906, show a decided falling- 
off in farms of from 20,000 to 50,000 acres, but a virtual stand- 
still at both extremes, namely in farms over 50,000 acres and 
in those under 1 000 acres, coupled with a substantial increase 
in the farms between 5000 and 10,000 acres.' 

What may be called the New Zealand system of land-value 
taxes has been spreading through other parts of Australasia 
during the last few years. In a few cases, indeed, the system 
is still but slightly developed : thus in South Australia, where 
the rates were increased in 1903 and 1905, the law of 1906 re- 
verted to the original rates of 1896.' Again, in New South 
Wales, after the passage of the Local Government Act of 



At a valuation of ,£40,000 the rate is eight shillings per £100 or two-fifths of one per 
cent. For every ^1000 additional value, the rate increases one-fifth of a shilling, 
until at ;£ 200,000 the rate equals two per cent. 

1 The New Zealand Official Year Book, 1911, pp. 685, 686, gives these figures: 



1906-07 . 
1907-08 . 
1908-09 . 
1909-10 . 
1910-11 . 



ORDINARY 
LAND TAX 



£317.175 
346,166 

389.844 
417,668 
416,426 



GRADUATED 
TAX 



^125.929 
186,000 
209,248 

220,044 

209,493 



ABSENTEE 
TAX 



£4.237 
5,680 

5.809 
4.558 
2,804 



TOTAL 
LAND TAXES 



^447.342 
537,846 
604,901 
642,270 
628,723 



PER CENT OP 
TOTAL REVENUE 



10.49 
IO.58 
13-82 

»5-I3 
I3.0O 



2 Cf. table supra, p. 600, note I. 

3 In 1903 the land tax was fixed at three farthings in the pound, the additional tax 
on rental values over ,£5000 remaining at one halfpenny. In 1905 the rates in both 
cases were made three farthings; in 1906, however, both were reduced to one half- 
penny. See p. 115 of the Blue Book, cited supra, p. 586, note. 
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1906, the operation of the land taxes was to be suspended 
whenever the shire or municipality should levy a similar 
local rate of not less than one penny in the pound. As such 
local rates are now levied almost everywhere in the colony, the 
revenue from the state tax in New South Wales has virtually 
disappeared. 1 Finally, in Western Australia, where the tax 
was introduced in 1907, the rate is only one penny in the 
pound on land over ,£50 in value, with a rebate of one-half 
the tax to the owner of improved land. The year 1910, 
however, witnessed not only the extension of the land-value tax 
system to Tasmania and its further development in Victoria, 
but also the adoption of the scheme by the Commonwealth 
proper. In the same year there was, as we have seen, a de- 
cided steepening of the grade in New Zealand. 

In Victoria, although the law of 1910 imposes a rate of 
only one halfpenny in the pound on land whose unimproved 
value exceeds ^250^ the absolute restriction on the valuation 
of land to £4 per acre, as provided by the law of 1890, 3 has 
been abolished, thus bringing about a substantial increase in the 
taxes on more valuable property. In Tasmania an act of 1910 
levies a progressive tax on land values, ranging from one penny 
to two pence halfpenny in the pound. 4 

Most important, however, was the adoption by the common- 
wealth, in 19 10, of a federal tax on land values on the lines of 

1 Between 1902 and 1907 the revenue varied from ^300,000 to ^350,000 a year. 
By 1910 the revenue was only ^9066. Cf. Official Yearbook of New South Wales, 
1909-1910, by John B. Trivett, government statistician (Sidney, 1911), p. 336. 

2 As the unimproved value rises above ^250 the exemption diminishes at the rate 
of £1 for every £1 of excess, so as to leave no exemption at all when the land is 
worth ^500. 

3 Cf. supra, p. 59S, note 2. 

4 The exact rates are as follows: 



UNIMPROVED VALUB 



Under ,£2500 . 

2500 — 5000 . 

5000 — 15,000 . 

15,000 — 30,000 . 



RATE (PER £) 



id. 

I \-$d. 
I \-2d. 
1 3-4</. 



UNIMPROVED VALUE 



^30,000 50,000 

50,000—80,000 

80,000 and over 



RATE (PER;£) 



2d, 

2 I -41/. 

2 l-2d. 
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the New Zealand scheme. The rate of this federal tax varies 
from one penny to six pence in the pound in the case of resi- 
dents, and from one penny to seven pence in the pound in the 
case of absentees. 1 Although the tax was imposed largely for 
fiscal purposes, social considerations were by no means lacking. 
From the fiscal point of view, the tax still forms a relatively 
insignificant feature in the federal budget, the yield in 191 1 
being about £1, 370,000 as against over fifteen millions from 
other sources, chiefly excise and postal revenue. So far as the 
burden on the landowners is concerned, however, there must be 
added to this federal tax the state taxes on land. 3 Bearing this 
in mind, it may be said that the scale in Australia is now higher 
than in New Zealand. 



1 The exact scales are as follows : 



RESIDENTS 


ABSENTEES 


VALUES 


RATE (PERjf) 


VALUES 


RATE (FBKj£) 


Up to £5000 . 

5000 15,000 . 

15,000—30,000 . 
30,000—45,000 . 

45,000 — 60,000 . 
60,000 — 75,000 . 
Over 75,000 . 




exempt 
id. 
2d. 

3* 
4 d. 
Sd 
6d. 


Up to £5000 . 

5000 — 20,000 . 

20,000 — 35,000 . 
35,000^—50,000 . 
50,000 — 65,000 . 
65,000 — 80,000 . 
Over 80,000 . 




Id. 

2d. 
Id. 
4d. 

Sd. 
6d. 
Id. 



2 The yield of the land tax in the Australian states for the past few years is as 
follows : 





1905-06 


1907-08 


zooQ-io 




£336,785 

103.536 

94,601 

54.776 


£178,889 
89,496 
93.762 
11,140 
57.742 


£9.066 

"4,357 
94.126 

34.344 
79,021 






Total 


589,698 


431,029 


330,914 



Official Yearbook of the Commonwealth of Australia, 1901-1910, no. 4 (Melbourne, 
1911), p. 840. 
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In both cases the social results may be expected to be 
more appreciable in the future, especially so far as the 
largest estates are concerned. Two and one-half to three per 
cent on land values is equivalent to fifty per cent on the 
income — an obviously prohibitory tax. Whether the tax will 
turn out to be destructive of large holdings will depend chiefly 
on the general conditions of prosperity and on the rise in the 
value of the land. If land values rise faster than the amount 
of the tax, the influence of the law will continue to be slight. 
If, however, there be a slackening in the rise of land values, 
the effect of the tax will soon be apparent. 

Of more general interest to American readers is the second 
phase of Australian fiscal development, that of the exemption 
of improvements from the local tax on real estate. For the 
adequate discussion of this subject, however, a separate section 
is needed. 

Edwin R. A. Seligman. 
( To be continued.) 



